
IV.  Financial Analysis of Potential Kingdome Operations

The purpose of this chapter is to provide an estimation of the Kingdome's potential operating
cash flow subsequent to the departure of the Mariners with the tenancy of the Seahawks under
existing ownership (Scenario A) and without the tenancy of the Seahawks (Scenario B).  The
operating projections are based on key assumptions described herein for the years ending
December 31, 2000 through 2009.  The assumptions presented are used to estimate stadium
operating revenues and expenses based on the projected event utilization illustrated in the
previous chapter.  The following operating projections are based on several key assumptions
discussed in previous chapters.   This report should be read in its entirety for background and an
understanding of the assumptions and methodology employed during this analysis.

The revenue and expense assumptions used in this analysis were based largely on an analysis of
historical Kingdome operating results, discussions with King County representatives and
Kingdome staff, findings related to the Kingdome's Future Analysis prepared by Kingdome staff
and the Seahawks Stadium and Exhibition Center Task Force ("Task Force"), and operating
results of comparable domed facilities.  

This presentation is designed to assist in the determination of the financial attributes of the
Kingdome under specific operating scenarios.  Accordingly, this analysis may not be useful for
any other purpose.  The assumptions disclosed herein are not all inclusive, but are those deemed
to be significant; however, there will be differences between estimated and actual results,
because events and circumstances frequently do not occur as expected, and those differences
may be material.  

The presentation of operating results is divided into three specific components:

[ Comparison of Kingdome studies;

[ Facility operating revenues; and

[ Facility operating expenses.

As in all studies of this type, the estimated results are based on competent and efficient
management of the Kingdome and assume that no significant changes in the various event
markets will occur beyond those set forth in this report.

Based on the two operating scenarios presented in the previous chapter, this preliminary analysis
outlines the projected operating results for the Kingdome under these scenarios as well as
providing discussion related to findings of the two aforementioned independent studies.  A
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summary of the projected ten-year operating results for both scenarios is presented in Exhibits
VI-1 and VI-2.   Detailed supporting schedules are provided in Appendix A at the conclusion of
this report.  

Unless otherwise noted, it is assumed that revenues and expenses will increase by an annual
inflation rate of 3.5% beginning with the 2000 base year.
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Link to:

Exhibit IV-1
KINGDOME - Scenario A (with Seahawks)

STATEMENT OF PROJECTED CASH FLOW FROM OPERATIONS
For Years Ending December 21, 2000 through 2009
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Link to:

Exhibit IV-2
KINGDOME - Scenario B (no professional sports tenants)

STATEMENT OF PROJECTED CASH FLOW FROM OPERATIONS
For Years Ending December 21, 2000 through 2009
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Comparison of Kingdome Studies

As a component of the analysis, a review and comparison of the key findings of the independent
studies conducted by the Task Force and Kingdome staff was completed.  In addition to the
discussion presented in this section, individual differences among the studies will be noted
throughout this chapter corresponding to subsequent discussions of individual revenue and
expense estimates.  This section has been divided into three key categories:

[ Task Force Analysis;

[ Kingdome Staff Analysis; and

[ CSL International Analysis.

Task Force Analysis

The analysis performed by the Task Force essentially eliminated revenues and direct
expenses associated with Mariners games, assumed 40 additional event days, and
assumed a 15 percent reduction in overhead costs ($1.0 million).  In calculating the
estimated impact of the additional event days, an average net income figure per event
based on historical operations was applied to the number of additional events.    

The analysis performed by the Task Force estimated that net cash flow before debt
service and capital improvements with no professional sports tenants and 145 annual
event days would approximate a loss of $2.3 million in 2000 dollars.  Further, the net
present value of annual net cash flow before debt service between the years 2000 and
2009 would approximate a loss of $19.8 million.  The net present value was calculated
assuming a 6 percent discount rate as of January 1, 2000 and reflects annual net cash loss
before debt service inflated at an annual rate of 3.5 percent during the ten year period.
See Exhibit IV-3 for details and comparisons between operating projections.

Financial Analysis of Potential Kingdome Operations 

Page IV-5



Link to:

Exhibit IV-3
COMPARISON OF KINGDOME OPERATING PROJECTIONS

FOR THE YEAR ENDING DECEMBER 31, 2000
(amounts presented in 2000 dollars)
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Kingdome Staff Analysis

The study performed by Kingdome staff concluded that significant reductions in
operating expenses could be realized assuming various scenarios without the Mariners.
These reductions were expected to materialize through the elimination of expenses
associated with Mariners events under scenarios with the Seahawks as a tenant (as well
as expenses associated with the Seahawks under scenarios without the Seahawks as
tenants).  Through a variety of internal methods, individual indirect expense line items in
addition to specific work performed by full-time and part-time staff personnel were
associated with the Mariners, Seahawks, other events, or non-event driven (overhead)
activities.  From this analysis, all expenses related to the Mariners were assumed to be
eliminated under all scenarios and expenses related to Seahawks were removed under
scenarios assuming no professional sports tenants.  Additionally, assumed reductions in
full-time staff were based on this expense association and the staff's expertise in
operating the Kingdome over the last several years.  

As indicated in Exhibit IV-3, the analysis performed by Kingdome staff estimated that
net cash flow before debt service and capital improvements under the enhanced event
scenario with the Seahawks under the Team's existing ownership would approximate
$2.0 million in 2000 dollars.  Further, the net present value of annual net cash flow
before debt service between the years 2000 and 2009 would approximate $16.8 million,
assuming an inflation rate of 3.5 percent annually.  

The analysis performed by Kingdome staff estimated that net cash flow before debt
service and capital improvements under the enhanced event scenario with no professional
sports tenants (consistent with Scenario B) would approximate $831,000 (in 2000
dollars).  Further, the net present value of annual net cash flow before debt service
between the years 2000 and 2009 would approximate $7.1 million, again assuming an
annual inflation rate of 3.5 percent.

CSL International Analysis

As indicated in the previous chapter, the projected event mix for the Kingdome under the
two operating scenarios developed as a part of this study represent the anticipated
number of events allowed under the established criteria for classification as a potential
event.  

It was outside the scope of our analysis to perform a detailed analysis of each operating
expense line item.  We did, however, discuss with Kingdome management their
methodology in developing the operating expense reductions and discussed in detail all
major expense modifications.  The methodology appeared to be thorough and logical, and
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as such was utilized as a basis for operating expense assumptions in these projections.
For the purposes of estimating projected operating expenses, the findings related to the
Kingdome staff analysis were adopted and inflated to 2000 dollars to represent the base
year in this analysis.  Additionally, direct expenses were adjusted downward to reflect the
lower event levels under Scenarios A and B (relative to Kingdome staff estimates).  This
adjustment was based on the average historical direct costs per event type at the
Kingdome.  Further, it is believed that the reduced level of events as compared with the
enhanced event schedule and related expenses as prepared by Kingdome staff provides
for a greater level of contingency with respect to the operating expenses assumed under
this analysis.   

  
Exhibit IV-3 presents a summary of the projected operating cash flow of the two
scenarios developed as part of this analysis with those developed by Kingdome staff and
the Task Force.  As shown in the exhibit, based on our analysis and the assumptions set
forth within this report, the net cash flow before debt service under Scenario A (with the
Seahawks as tenants) in the year 2000 is estimated at approximately $612,000.  Further,
the net present value  (as of January 1, 2000) of annual cash flow between the year 2000
and 2009 under Scenario A is estimated at $5.3 million.  

Under Scenario B (assuming no professional sports tenants), based on our analysis and
the operating assumptions set forth within, the net cash flow before debt service in the
year 2000 is estimated at a loss of approximately $650,000.  The net present value (as of
January 1, 2000) of annual net cash flow before debt service between the years 2000 and
2009 is estimated at a loss of approximately $5.5 million.

It is important to note some of the primary differences between the methodology and operating
results of this study and the studies performed by Kingdome staff and the Task Force as it relates
to any impacts on projected net cash flow.  Under this engagement, the criteria for projecting
events was more strict than in the other two studies.  Substantial evidence was necessary before a
potential event was included in the projections.  Other important differences include an  assumed
parking rate increase (not assumed in the Task Force study)and an assumed reduction in the
concession margin (not assumed in either the Kingdome staff or the Task Force study).      

Facility Operating Revenues

The analysis of facility operating revenues was based on an analysis of historical Kingdome
operations, results of the primary market research conducted with historical, existing, and
potential users/tenants of the Kingdome, an analysis of comparable domed facilities, results of
previous studies concerning the Kingdome, industry experience, and key assumptions developed
in conjunction with King County.  Specific assumptions are identified and discussed in the
corresponding revenue line item discussion sections.  Based on historical operations, the
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following revenue items comprise Kingdome facility operating revenues:  rental revenue,
concession revenue, reimbursed expenses, parking revenue, equipment rentals, miscellaneous
revenues, and advertising revenues.  Assumptions underlying each of these revenue items are
presented and discussed below. 

Rental Revenue

Rental revenue consists of various income streams resulting from the specific use agreement
contracted with each of the Kingdome's users.  The rental revenue assumed under this analysis
was based on the event estimates prepared in Chapter III, historical and budgeted Kingdome
operations, promoter/user interviews, and discussions with County and Kingdome
representatives.  To most accurately project revenues (rental revenue and other), average
turnstile (actual) attendance figures were developed through an analysis of recent year and
budgeted Kingdome results.  Further, to reflect the impact of no shows and complimentary
tickets, average ticket prices were presented in terms of gate receipts per capita (net of admission
and sales taxes) by event type.  

Rental terms were developed based on published Kingdome rental rates.  Based on discussions
with Kingdome management, actual rental terms generally do not vary significantly from the
stated Kingdome rental rates but, on average, are typically slightly lower than stated rates.  For
purposes of this analysis, flat fee rates were reduced by 11 percent to reflect this variability.  

Concessions

Concessions revenue consists of sales of food and beverage items including branded food and
beverages, but excluding catered food and beverages.  Revenue assumptions are based on event
and attendance estimates, historical and budgeted Kingdome operations, and discussions with
County and Kingdome representatives.  Gross concession per capita figures are net of taxes and
are based on historical Kingdome operations.  

The Seahawks' lease under existing ownership provides them with 30 percent of gross
concession revenue (net of taxes) generated at Seahawks games.  This equates to 52.11 percent
of the Kingdome's 57.57 percent share of food and beverage sales.

Based on the existing contract between Ogden Entertainment Services and the Kingdome, in the
event one or both of the anchor professional sports tenants leaves the Kingdome, the existing
terms of the contract may be renegotiated from the current level of 57.57 percent of food and
beverage sales now received by the Kingdome to a level not less than 45 percent.  For the
purposes of this analysis, it is assumed that this will occur under both scenarios and that the
concession margin paid to the Seahawks under Scenario A will remain at 30 percent of gross
concession sales. 
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Catering Revenues

Catering revenue assumptions are based on event and attendance estimates, historical and
budgeted Kingdome operations, and discussions with County and Kingdome representatives.
Gross catering per capita figures are net of taxes and are based on historical Kingdome
operations.  The Kingdome currently receives 15 percent of gross catering revenues (net of
taxes) under its agreement with Ogden.  Based on industry trends and discussions with Ogden, a
renegotiation of the specific catering revenue split may not be necessary.    For purposes of this
analysis, the projections include 15 percent of catering revenue reverting to the Kingdome.

Reimbursed Expenses

Reimbursed expenses consist of various direct expenses such as utilities and labor related to
ushering, crowd control, and security incurred by an event that are charged back to the user or
tenant.  The level of reimbursable revenue tends to vary widely by type of event.  For example,
concerts have historically generated the highest average reimbursable expenses at approximately
$100,000 per event while non-arena events have generated the smallest level averaging
approximately $2,200 per event, both in 1997 dollars.  Assumed reimbursable expenses per
event type are based on historical Kingdome operations.  Total reimbursable expenses are
calculated by multiplying the number of events per category by the reimbursable expense
amount per event.

Parking Revenue

Parking revenue consists of those revenues resulting from event and non-event parking in
various Kingdome-controlled lots adjacent to the facility (Lots A & B and Pavilion parking
spaces).  Currently, the Kingdome operates and controls all revenue from the operation of
parking in these areas.  A number of parking spaces are given to each tenant or user on event
days as complementary parking permits ("comps") in addition to providing each with the option
to purchase additional spaces as necessary.  

Several key assumptions have been made with respect to parking at the Kingdome under the
scenarios analyzed.  Specifically, Kingdome-controlled parking will be reduced by a total of 125
spaces due to planned development projects in the area including the widening of Occidental
Avenue South and the King Street Station project.  This reduces the overall available number of
parking spaces located in Lots A & B and the Pavilion.  Further, the assumed base parking rate
for Kingdome events has been adjusted upward from $6 to $10 as instructed by County
management.  The increase better reflects comparable parking offerings in the area.  A recent
survey was cited by Kingdome staff as confirmation of competitive rates. 
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It is assumed that a significant amount of parking revenue will be generated on Mariners game
days due to the fact that parking at the site will be substantially limited.  In addition, non-event
hourly, daily, and monthly public parking will likely continue to generate significant revenue
due to the limited amount of public parking in the immediate area.  

The parking revenue assumptions are based on historical Kingdome operations including parking
volume by event type with consideration of the lost parking capacity and related incremental
revenue including the recent loss of Lot C.  The effective average event parking rate of $9.41 in
the year 2000 represents the assumed parking rate of $10.00 net of taxes.  

Equipment Rental Revenue

Equipment rental revenue consists of those revenues resulting from the rent of Kingdome
equipment by facility users or tenants.  Assumed equipment rental revenue is based on historical
Kingdome operations by average revenue per event type.

Miscellaneous Revenue

Miscellaneous revenue consists of various revenues including Kingdome public tours,
investment income, and CCTV line feeds.  Assumed miscellaneous revenue is based on
historical Kingdome operations.

Also included in miscellaneous revenue under Scenario A (with the Seahawks as a tenant under
existing ownership) is private suite revenue.  Currently, based on the existing leases with the
Seahawks and Mariners, the Seahawks market all executive suites and receive 10 percent of
gross executive suite revenue.  The net executive suite revenue is then split 50 percent to the
Seahawks, 40 percent to the Mariners, and 10 percent to the Kingdome.  In addition, the County
receives seven percent of gross proceeds from the sale of press level loges with the remaining
split going to the Seahawks.  Based on historical operations, suite revenue shared with the
Kingdome has approximated $250,000 per annum.  

A premium seating market analysis was not performed as a part of this study.  For the purposes
of this analysis, under Scenario A subsequent to the departure of the Mariners, it is assumed that
suite premiums will be reduced, the Mariners share of suite revenues will revert to the Seahawks,
and the split to the Kingdome will be reduced by 50 percent and approximate $125,000.  This
percentage is consistent with findings related to the Kingdome staff study.     

Under Scenario B (with no professional sports tenants), it is assumed that another purpose will
be identified for existing executive suites such as meeting/banquet space or other such uses.
Therefore, no private suite revenue is assumed under this scenario.
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Advertising Revenue

Advertising revenue consists of the net signage revenue paid to the Kingdome by the Mariners
based on terms set forth in the Mariners existing lease.  Currently, the Mariners have the
exclusive right to market all in-stadium signage and receive all revenues therefrom.  The
Mariners then pay the Kingdome a guaranteed annual amount of $318,000 plus 25 percent of all
new signage revenue generated above this amount. In 1996, Kingdome advertising revenue
approximated $574,000 and is budgeted for approximately $583,000 in 1997.    

Based on a recent analysis performed by Regional Financial Advisors, approximately 67 percent
of the existing signage revenue split received by the Kingdome was generated by football events
as opposed to baseball events.  Therefore, assuming that the Mariners share of advertising
revenues would transfer to the Seahawks, it is conservatively assumed that the Kingdome will
receive approximately $350,000 in advertising revenue.    

Facility Operating Expenses

Operating expenses are comprised of costs associated with operating the Kingdome.  As
previously discussed, the primary basis for the operating expense assumptions provided herein is
the findings related to the analysis prepared by Kingdome staff.  A review of operating results
from comparable domed stadiums was conducted and comparisons were made, where applicable,
under individual expense items to be subsequently discussed.  Primary expense items for the
Kingdome include salaries and wages, event related expenses, utilities, insurance, materials and
supplies, repairs and maintenance, general and administrative, advertising and promotions,
professional services, B&O tax, overhead and interest, and other such expenses.  For comparison
purposes, operating expenses from comparable domed stadiums are presented in Exhibit IV-4.
Figures are presented in 2000 dollars using an assumed annual inflation rate of 3.5 percent.  
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As shown in the exhibit, total operating expenses (less reimbursable event day expenses) range
widely from a low of approximately $5.9 million at the Alamodome to a high of $24.2 million at
the Astrodome.  Estimated operating expenses for the Kingdome (less reimbursable event day
expenses) are approximately $8.0 million under Scenario A.  As a comparison, operating
expenses (less reimbursable event day) for the Kingdome under the 1997 budget inflated to 2000
dollars approximates $10.9 million.  Although there are limitations on the information provided
in Exhibit IV-4 as discussed in the following paragraph, the exhibit indicates that the Kingdome
compares favorably in cost of operations relative to other domed facilities.

We have presented comparable operating expense information in Exhibit IV-4 based on data
provided from the respective facilities.  However, each facility accounts for operations
differently and in some cases, the financial statements provided include operations of facilities
beyond a stadium.  This is the primary reason for the significant variation in operating expenses
between the facilities.  For example, the Astrodome includes a 2,000-seat pavilion, an 8,000-seat
arena, a 550,000 square foot exhibit hall, as well as the stadium.  Likewise, the varied accounting
practices prevent a meaningful comparison between each facility's cost per event.  Additional
detail that would further break down the financial information is not available and consequently
we are unable to provide additional comparable facility analyses.  
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Exhibit IV-4
Comparable  Domed Facility Operating Expenses in millions

(in 2000 dollars)

Source:  Facility surveys
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Unless otherwise noted, the following assumptions related to individual expense items are based
on the analysis performed by Kingdome staff.   

Salaries, Wages and Benefits

Assuming the tenancy of the Seahawks under existing ownership (Scenario A), full-time
personnel is assumed to be reduced from 70 existing staff to 54 positions, primarily due to the
loss of the Mariners.  Under Scenario B without the Seahawks, full-time personnel is assumed to
be reduced to 50 positions.  For comparison purposes, Exhibit IV-5 presents full-time staffing at
other comparable domed facilities.

As shown in the exhibit, the level of full-time staff varies widely among comparable facilities.
Each facility possesses unique characteristics and tends to employ different approaches to
staffing.  For example, stand-alone facilities such as the Metrodome and Silverdome maintain a
relatively small number of full-time employees and tend to utilize part-time labor and contracted
professional services to a higher degree than other facilities.  Further, facilities possessing large
full-time staff levels such as the Astrodome, Superdome, and Georgia Dome are actually part of
larger event and entertainment complexes and tend to share personnel resources with the larger
complex and rely less on part-time or contracted services.  
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Event Related Expenses

Event related expenses represent the direct costs associated with holding events.  As is typical
for most event facilities, the majority of event related expenses are reimbursed by the user or
tenant holding the event.  The projected event related expense estimated under this analysis was
based on historical Kingdome operating data relative to average direct expenses per event type.   

Utilities

Utilities expense includes costs for electricity, gas, water, steam, and other utilities.  It is
important to note that direct utility expenses associated with event activities are captured under
reimbursable expenses and are not reflected in this line item.

Insurance

The insurance expense estimate includes property and liability insurance.  While each event is
typically required (by building management) to carry their own liability insurance, often from $1
million to $10 million, it is common practice for facilities to carry their own liability insurance
policy covering the parking lots, common areas, restrooms and other facility components.  

Materials and Supplies

Materials and supplies are typically used for administrative duties, cleaning and maintenance
throughout the facility.   

Repairs and Maintenance

Building operations personnel are primarily responsible for maintaining and servicing the
facility, equipment and surrounding areas of the Kingdome.  However, skilled labor or contract
specialists may be required for certain major repair or maintenance requirements of the facility.
General repairs and maintenance has largely been performed by in-house personnel.  
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General and Administrative

General and administrative expenses typically consist of various office and administrative
expenses incurred and include such items as travel and subsistence, telephone, office printing,
permits, miscellaneous administration services and charges.  

Advertising and Promotions

The advertising expense estimate relates primarily to marketing performed directly for the
Kingdome, including advertising in trade publications, attendance at industry conferences and
conventions, public relations and other costs incurred in selling the building to potential events.
As presently is the case at the Kingdome, the majority of event advertising is assumed to be
handled by event promoters and organizers.  

Professional Services

Professional services represents expenses incurred by the facility related to contracted services
performed for the facility that are not related to any specific event.  

B&O Tax

The Business and Occupancy tax is an excise tax assessed by the City of Seattle and the State of
Washington.  The Kingdome is exempt from the City's B&O tax of 0.415%.  However, this tax
is collected on all revenues generated by Kingdome tenants and users.  The State's 1.829% B&O
tax is collected on Kingdome revenues, while the retail rate of the State's B&O tax of 0.471% is
assessed on non-event parking only.  The expense estimates assumed in this analysis are based
on the historical Kingdome operations.   

Overhead 

Overhead expenses consist of various non-specific overhead cost allocations.  

Other Expenses

These expenses would include a variety of miscellaneous items not categorized into previous
expense categories.    
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Accounting Basis of Projection

The projection has been prepared on a cash basis of accounting.  Projected operating cash flow
reflects revenues generated from events held in the Kingdome and expenses associated with
operations.  Had the projection been prepared in accordance with generally accepted accounting
principles, the cost of real and personal property less any salvage value would have been
depreciated over the estimated useful life of the property.  In addition, certain deferrals and
accruals of revenues and expenses would have been reflected.

No real estate taxes have been reflected for the purpose of the projection, since the Kingdome is
publicly-owned.  As a result, the facility is not subject to real estate tax assessments.

Rounding

Because certain calculations within the analysis of future operating results are performed with
greater accuracy than whole numbers (as presented), rounding adjustments may occur.  These
amounts are insignificant to the analysis.

Summary

Based on our analysis and the assumptions set forth within this report, the annual net cash flow
before debt service under Scenario A (with the Seahawks as tenants) is estimated to range from
approximately $612,000 in the year 2000 to $834,000 in the year 2009.  Under Scenario B
(assuming no professional sports tenants), the annual net cash flow before debt service is
estimated at a loss of approximately $650,000 to a loss of approximately $887,000 from the
years 2000 to 2009.  

These findings compare less favorably to the Kingdome staff estimates of operating cash flow
before debt service of approximately $1.0 million in year 2000 under Seahawks as tenants and
approximately $831,000 in year 2000 under no professional sports tenants.

Conversely, these findings compare more favorably to the Task Force estimates of an operating
loss before debt service of approximately $2.3 million in the year 2000 under a scenario without
professional sports.
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